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According to a report prepared by a World Bank mission following a visit in February, Argentina's
financial and economic situation is unlikely to undergo significant change until after the general
elections scheduled for May. The report preceded the Bank's decision to postpone disbursement
of $350 million, part of a loan package approved in October last year. The Bank report said that
the Argentine government implemented a series of reforms as pledged in its letter of intention,
including reduction of export taxes, and efforts to privatize state companies and control inflation.
However, said the report, the policy reforms were not sufficient to create an atmosphere of stability
necessary to reverse inflationary expectations. Economic uncertainty, the report added, increased
because of events beyond the government's control, such as the military rebellion in December, the
attack on the La Tablada military base by leftist extremists in January, the suspension of negotiations
with creditor banks, the extensive drought and the ensuing energy shortage, and especially, the
presidential campaign. Deficit reductions were "less than expected," which limited possibilities
of stabilizing monetary policy. The report said that upcoming elections "undoubtedly exacerbate
uncertainty and limit the government's influence vis-a-vis the national legislature to carry out
needed fiscal policy reforms. The report concluded that the program agreed to in October has
"unfortunately been derailed." (Basic data from Notimex, 03/08/89)
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